duced the coherence in IVs? There has been a trend away from intervention in major economies, but such policies predate the convergence of volatilities. The Bank of England, for instance, has not intervened since 1993; the Swiss National Bank and the Bundesbank have not intervened since 1995; U.S. authorities have intervened only twice since 1995; the Bank of Japan has not intervened since March 2004; and the Bank of Canada has not intervened in the CAD/USD market since September 1998. It is difficult to see how such changes could drive the convergence in IVs.
It is possible that international financial integration and the growth of currency markets has helped to stabilize exchange market volatility. But what mechanism would create convergence in volatilities?
The convergence in exchange rate volatilities is a puzzle.
-Christopher J. Neely 
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